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OPINION _ 

Plaintif£, Sarah bp. Bollotin, a teacher-libra cian om- 
ployea by the Newark, New Jersey Eoard of Education, ("Board 
of Education"), is suing to recover $1058 plus interest which 
she claims che Internal Revenue Service ("IRS") wrongfully 
refused to credit against bee federal income tax liability for 

y/ 
i) 1970. 
On April 12, 1971 Plaintiff filed her 1970 federal 
s'< dneome tax return Form 1040 ("tax return") in which she 


"beta “ 
_ Claimed $1058 as a "Retirement inccne credit", apparentiy 


AS 


account to the New Jersey “Supplemental Annuity Collective 
Trust" (SACT"). Wo credits or deductions for such contr ibu- 
tions were claimed on plaintiff's 1968 or 1969 tax returns. 
After the IRS notified plaintiff that the credit claimed on 


her 1970 tax return had been disallowed, she pursued adminis-~ 


trative proceedings which culminated in a letter detcd Harch 26, 


1973 fron the IRS Acting Assistant Chief, Appellate Branch 
Office, stating that the IRS would adhere to its cecision. 

On March 14, 1975, plaintiff instituted this action 
pro se. On October 14, 1975, at the Court's request, Kaufman, 
Taylor, Kimmel & Miller, Esqs, entered an appearance on 
plaintiff's behalf and, on or about March 22, 1976, served 
a Second Amended Complaint herein. 

On May 4, 1976, the action was tried to the Court on. 
the basis of the Second Amended Complaint. Plaintiff 
testified on her own behalf. Defendant called no witnesses. 

The evidence indicates that on November 19, 1965, 
plaintiff signed a SACT "Enrollment Application® whereby 
she “authorized payroll deductions of 5% ... to purchase 
a SUPPLEMENTAL VARIABLE ANNUITY." Plaintiff testified that 
in December, 1968, Mr. Aaron Beckerman, the bookkeeper in the 
Payroll Department of the Board of Education gave plaintifé i 
a copy of the SACT Enrollment Application form for the "Tax 
Sheltered Annuity Program", and a copy of the applicable New 


Jersey SACT Administrative Rules; but she did not fill out 


re 
& 


enp: De ee , 
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ne the forms at that tia. On March 8, 1971, plaintit 
ty SACT Fnrollment Application authorizing “the purchase of a 
Variable Annuity in the Tax Sheltered Program of the [(SACT)", 
and indteated that she agreed to a 10% saiary reduction. On 

March 9, 1971, plaintiff signed a sactT “Salary Reduction Agree- 


ment” whereby she 


os men 


"agree(d) to a reduction in the 
amount of [her] salary in return 
for the employer's agreement to 
use the amount of such reduction 
in salary to purchase on behalf 
of [plaintiff], an annuity which 
qualifies under the provisicns of 
section 403(b) of the Internal 
Revenue Code of 1954, as amended." 


Plaintiff testified that from 1968 through 1970 the 
Board of Education deducted an aggregate of $1058 from her 
paychecks and contributed that amount to the SACT on her 
account. However, the exhibits received in evid-nce indicate 
that a total of $1326 was deducted from 1968 through 1970 as 
follows: 
a AMOUNT 


1969 $437 
1970 $494 


Plaintiff testified that she believed that by con- 
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tributing to SACT she would qualify for the deferred tax trcat- 
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ment as to said contributions, and that she did net need ts sign 
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any additional documents. 


>." 


Discussion 


Under New Jersey law, New Jersey public school teachers 


“> 


famong others) may elect to contribute up to 10% of their 


-alaries to SACT for the purchase of annuities to Supplement 
we ; 

ae " other retirement and death benefic plans. N.J.S.A. 52:18A-107 
« es oe 
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et seq, (West 1968). There are two methods by which a teacher 
may participate in the SACT program: He or she may pay or 
authorize the empleyer to pay an agreed percentage of his or her 
rr directly to SACT (see N.J.S.A. .52:18A-113 (West 1968) ) 
("Method A"); or the teacher may “enter into an agreement with 
[the] employer whereby the [teacher] agrees to a reduction in 
salary in return for [the] employer's agreement to use the 
amount of such reduction in salary to purchase on behalf of 
such [teacher] from [SACT] an annuity, provided that any such 
annuity qualifies under section 403(b) of the Internal Revenue 
Code of 1954, as amended." N.J.S.A. 52:18A-113.1 (West 1968) 
(footnote omitted). The New Jersey statute further provides 
that "(aJny such agreement shall remain in effect for at least 
i year." Id. ( "Method B"). | 

Certain definitions in the Internal Revenue Code of 
1954, as amended (the “Code”), are necessary to an understand- 
ing of the issue presented here. "Taxable income" is defined 
as “gross income, minus the deductions allowed by [other sections a 
of the Code]." 26 U.S.C.§63(a). “Gross income” is defined as ; 
"all income from whatever source derived, including ... [clon--. 
pensation for services [such as salaries]." 26 U.S.C.§61(a). 
Contributions to arn annuity plan or other retirement fund ease 


either by the emplovee-taxpayer or by the taxpayer's employer 
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Nn ee ae > teem -eeraon-—mememamace aeamnignpin * ial ; 
oe of the employee-taxpayer's sal; ‘ty constitute Gross onceone tole . 
* pbgan v. United States, $13 F.2d 170 (6th Cir. 1975), aff'q 367 ‘a 


_P- ‘Supp. 1022 (E.D. Mich. 1973); Ward v. Comniesioner, 159 F.2d 
502 (24 Cir. 1947)), and are taxable in the year the contributions 
are made. See 1976 CCH ¥2638.B01 at 32,396, and 426385.03 at 
32,403. However, §403(b) of the Code creates an exception to 

this general rule and permits, under seria circumstances, an 
employee to defer payment of ineie taxes on contributions to an 
annuity plan (such as SACT) until the annuity benefits are paid, 
Section 403 provides in pertinent part: 


"(b) Taxability of beneficiary under annuity pur- 
chase by ... public school.-- 
(1) General Rule.--If-- 
(A) an annuity contract is purchased-- 
(ii) for an employee ... who performs 
- services for an educational institution 
eee by an emplover [such as the foard 
of Education], 


(C) f[and, if] the employce's rights under 
the contract are nonforfeitable, except for 
failure to pay future eo 


rights becone 
nonforfeitable sha shail be excluded from the gre are-.3 


income of the emplovee icr the taxable year to the 
extent that the aggregate te cf such amount does not 
exceed the exclusion allowance for such <ax-:ble 
year. The employee shall include in his gross 
income the amounts received under such contract 
for the year received as provided in section 7z 
(relating to annuities)." (Emphasis added.) 


“The IRS Treasury Regulations provide in relevant part that: 


"(T)he exclusion provided by (§403(b)] is applic-ble 
to amounts contributed by an employer for an annuity 


scatetea RT a = , : " 
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contract as a result of an agqrecment with an employee ‘ 

to take a reduction in salary, or to forego an in- 

crease in salary, but only the extent such amounts 

are earned by the employee atter the agreement 

becomes effective. Such an agreement must be le- 

gally binding and irrevocable with respect to amounts 

earned while the agreement is in effect." Treas. Reg. 

§403(b)-1(b)7(3) (i), 26 C.F.R. §403(b)-1(b)~ (3) (i) 

(1975) (emphasis added). 

Thus under §403 and the applicable regulations, in 
order to qualify for the deferred tax treatment, it must be 
the employer, rather than the employee, who contributes to the 
annuity plan. One method by which this requirement can be 
satisfied is that the employee, and employer enter into a 
binding agreement that the employee will take a reduction 
in salary and that the employer will pay the difference into 
an annuity plan on the employee's account. See id.; N.J.S.A. 
‘5$2:18A-113.01 (West 1968). Such an agreement must be pros- 
pective in application. See 1976 CCH ¢2637, at 32,380, and 


92638B.03 at 32,403. 


Plaintiff contends that she is entitled to an exemption 


from her 1970 gross income of the amount contributed to SACT 
on her account from 1968 through 1970 because the Board of 
Education made contributions to SACT on her account and 
Plaintiff experienced a "reduction" in salary since she 

took home less money each pay-period. Defendant contends 
that plaintiff did not satisfy the statutory and administ- 


rative requirements to qualify for the deferred tax treatment. 


y : 6 


The issue Presented is whether Plaintiff provea that 
the SAcT contributions made on her account from 1968 
* thrqugh 1970 were made “by” the employer-Board of Education 
ia a8 a result of an “agreement [that plaintif¢] take a reduct- 
fon in salary," which agreement was made prior to the time 
the contributions were made, 

By §403(b) Congress appears to have granted deferred 
tax treatment to monies contributed to an annuity plan on 
account of an enployee when such contributions are made from 

_ the employer's funds not otherwise already due and Owing to 
the employee, which monies he is “free to enjoy at his own 
. option] whether he sees fit to enjoy it or not." See 
Zeltzerman v.. Commissioner, 34 *-C. 73, 85 (1960), aff'd, 
283 F.2d 514 (1st Cir, 1960) (per curiam). Therefore, if a 
” New Jersey teacher makes contributions to SACT under Method 
A (by means of voluntary payroll deductions to be made after 
the salary is constructively paid to the employee), the 
contributions are taxable as income to the employee in the 
‘ year the contributions are made; however, if dideetbueiins are 
made under Method 8 (by which the employee's salary level 
is lowered for a period of at least one year, and the emplover 


i, rakes the sact contributions to the annuity plan), the amounts 


‘contributed qualify for deferred tax treatment, and thus 
: ; 


are not taxed against the employee unti] receipt of the annuity 


benefits. See Code, §§72, 403(b); N,J.A.c. 17:8. 
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Plaintiff, who has the burden of: proof, has not shawn 
that the Board of Education purchased the SACT annuities for 
her out of funds it did not already owe her as salary. 
‘Plaintiff's 1970 "Statement of Earnings and Deductions" and 
her 1970 tax return indicate that her salary was approximately 
$9400 and that she had authorized the Board of Education to 

make contributions to SACT out of this salary, after it was 
constructively paid to her. See Llewellyn v. Commissioner, 
295 F.2d 649, 651 (7th Cir. 1961). Moreover, there was no 
evidence that plaintiff entered into a “binding and irrevocable” 
agreement with the Board of Education to reduce her salary 
(or to forego a salary increase) prior to the time the 
1968-70 SACT contributions were made. See Zeltzerman v. 

ie Commissioner, supra at 82-83. Indeed, there has been no 
showing that there was any change during 1968 or thereafter 
(until 1971) in the procedure established as a result of 
plaintiff's 1966 Enrollment Applicition, which authorized 
contributions by Method a. 2/ 7 

Moreover, in December, “1968, plaintiff was put on 


notice of the requirements for deferred tax treatment of 


income when she was given a copy of the forn of Salary 


cet e% + 
Amittsta 


Reduction Agreement and a copy of the pertinent excerpts 


i. 
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from the New Jersey Administrative Rules, which explain that 
a "condition of enrollment {in the ‘Tax Sheltered Annuity 
program’ is that) salary reduction agreements on the approved 
form shall be entered into by eligible employees and the 
employer." N.J.A.C. 17:8. Plaintiff did not complete the 
forms until March 9, 1971. Thus her previously filed 1966 
Enrollment Application remained in force and she continued to 
participate in SACT under Method A. 
The Court recognizes that the myriad of statutory 
ai administrative provisions may be confusing. Nevertheless, 
plaintiff did not comply with the basic provision that the 
contributions be made “by" the employer. 
Accordingly, judgment must be entered for the 
: defendant 2/ 
It is so ordcred. 
DUDLEY 8 2ONSAL 
U.8.D.d. 


Dated: New York, N.Y. 


July 56, /9%6 
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1, At trial the parties agreed that plaintiff was 
seeking an exclusion from her 1970 gross income (not a “credit”) 
in the amount a her 1968 through 1970 SACT ‘contributions. . 

2. In light ‘of the facts proved at trial, there is 
no need te decide if the agreement to reduce the employee's 
salary may be oral. ‘See Zeltzerman v. Commissioner, SUPFa- 

3. The Court notes its appreciation of the able 
diniinnd rendered on behalf of plaintiff by Stanley L. 
“él - 
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one , 
J ‘Kaufman, Esq. : 
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SARAH D. BOLLOTIN, 
Plaintiff, 72 Civ. 126 


~against— SECOND AMENDED 


__ COMPLAINT 


UNITED STATES OF AMERICA, 
Defendant. 
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tax-sheltered, she did so acree and her salary actually was re- 


»foresaid contributions were deducted therefro> 


by the State of New Jersey. 
iy : : ; . " 
‘ Thirteenth: Plaintiff claimed credit in the sum o- | 
> i $1,058.00 based on aforesaid SACT deductions mace by the Newark, | 
oe , New Jersey Board of Education. Claim was made for the tax yeur | 
2 | 19"0 -on Income Tax» Return L040. 
ey see 1 Fourteenth: Plaintiff claimed tex-sheltered priviled: 
a : , ne 4a oe Lee ee ie { 
& | to cover this sum but claim wes disallowed by the u.S. Internal 
Zavenue Service after several appellate conferences and by letter 
~ il | 
ee dated March 26, .1973, siqned by Joseph H. Cohen, Acting Assistance | 
° fs . . 
a Chief, Appellate Branch Office, New York ‘Crey. 
fe Fifteenth: Plaintiff has her administra —)| 
rf ; | 
‘ tive remedy since the defendant has denied the totality of slain-j 
titf's deductions for her SAC%: payments, including each and tie 
en H 
«a such payment, 
a oF 
} Sixteenth: Plaintiff has overpaid supstentie. | te A 
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. 75 Civ. 1282 (DEB) 
UNITED STATES OF AMERICA, : 


Defendant. 


PLEASE TAKE NOTICE that upon the pleadings herein 


and the annexed Memorandum of Law, the defendant United 


States of America, by its attorney, Thomas J. Cahill, United 
States Attorney for the Southern District of New York, will 
move this Court before the Honorable Dudley B. Bonsal on the 
8th_day of December, 1975 at 9:30 o'eleck in. the A.M. in 
Room 2804 of the United States Courthouse, Foley Square, New 
York, New York for judgment on the pleadings pursuant to 
Rule 12(c) of the Federal Rules of Civil Procedure upon the 
ground that plaintiff has failed to state a claim upon which 
Yelief can be granted, and for such other relief which the 
Court deems just and proper. 
Dated: New York, New York 
November 7, 1975 - 

Yours. ‘etc. 

THOMAS J. CAHILL 

United States Attorney for the 


Southern District of New York 
Attorney for Defendant 


By: 


Assistant United States Attorney 
Office and Post Office Address: 
United States Courthouse Annex 
One St. Andrew's Plaza 

a New York, New York 19007 

7 Telephone: (212) 791-1924 


' TO: KAUFMAN, TAYLOR, KIMMEL & MILLER 
Attorneys for Plaintiff 

41 E. 42nd Street 

New York, New York 10017 
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MAR< 6 1973 


Miss Sarah D. 
200 West léth 
New York, i. 


Dear Miss Bollotin: 


In re: Your Fed 
Tax Period Ended: Decemter 


We have considered your case and the evidence and arm 
in support of your position. 


Since we were unable to erree on a 
case, the Service Center will issue 
of your claim for refunc. A check 
claim was mailed to you under date of May 


There is on file in this 
application for the SMpplenen 
by you on hovember 1¢, 1556, 
Tax sheltered and nonetex 5s 
a 10% limitation on contribut 
does not arrly to contributions 
Fension and Annuity Fund, eecerdine 
Therefore, in this Sees no amour 
salary in 1970 in excess of limitation. 
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(<> Department of the Treasury / Internal Revenue Service 
individual Income Tax Return 
init 1-Decembder 31, 1970, or other taxapie year beginning 72, cing 


Me O70 initeal (Mf yont paturn, use first names and micdie initials of Doth Last e Your social =p fumber 


. \ ' ‘ a ae ne ks 
thes ST AN Sn A | me) o ; i AR. EE. : 


a oan ha anne y 


Present home address (Number end street or rural route pouste's social security number 
i ( / i re ay ‘ 


Fore: 


2 


~. 4 qs 


is 
na sey, (TOUT: 5 ou hrarnien 


sty, town or post office, State and hi code USA 8%e- 
1 A bet oe he C “f ly | an eet ee Hon | Spouse's 


Please print of type 


4 


Filing Status—check pore one:! | PLAINTIFE ties 
1 © Single; 2 0 Married filing jointly (e¢)," oul on f ) oy ue 


3 ©) Married filing separately and spouse is aiso fi EXHIBIT fi o_o 
if this item checked give spouse's social security numbe 


sila ae 
Gah ee U. S. DIST. COURT ce ue 
Unmarried Head of Household” S. D. OF N.Y. ee number ee 
Surviving widow(er) with dependent child 

Married filing separately and spouse is not filing 


dren who lived with 


12 Wages, salaries, tips, etc. (Attach Forms W-2 


13a Dividends (58°75) $ bb 13 


ard 9 of instr 
(Also list in Part i of Schedule B, if gross divi dends-anc 


14 Interest. Enter total here (also list in Part If . 


FPL Mi-~8 24.78.$0m. 4457 


Iinceme 


15 Income other than wages, dividends, and interest (from line 40). 


Piease attach Copy B of “orm W--2 to back 


16 Total (add lines 12, 13c, 14 and 15). 


17 Adjustments to income (such as ‘‘sick pay,"’ moving expense, etc. from line 45) . 


n 18 Adjusted gross income (subtract line 17 from line 16). ee 
See page 2 2 of instructions for rules under which the IRS will ae your tax and aercione. 
If you do not itemize deductions and line 18 1s under $10,000, find tax in Tables. Enter tax on line 19. 
It you itemize deductions or line 18 is $10,0 000 or more, go to line 46 tof igure tax. 
19 Tax (Check if from: Tax Tables 1- -15%, Tax Rate Schedule X, Y,orZ “—~, Schedule D (7, or Schedule G () 
20 Tax surcharge. See Tax Surcharge Tables A, B and C in instructions. (If you ciaim retire- 
ment income credit, use Schedule R to figure surcharge.) . 


| Tax and 
| Surcharge 


_21 Total (add lines 19 and 20). |. 
22 Total credits (from line 55) . 


23 Income tax (subtract line 22 from line 21) . 


24 Other taxes (from line 61) 


28. Total (add lines: 23 ane 2Ay a ic eis.) ecient ely ad me hee wenn 25 : ul : 
Total Federal income tax withheld (attach Forms W-2 to back) . _! f ———— Make check or money 7 Ly 
1970 Estimated tax payments (include 1969 overpayment allowed as acredit) _4 oF order payable to Inter- 


nal : Revenue Service. 
Other payments (from line 65) . ts ie bps 


Payments and Credits 


Total (add lines 26, 27, and 28) ‘ 


Please attach Check or Money Order here —j 


Bal. Due 
or Refund 


30 If line 25 is larger than line 29, enter BALANCE DUE. Pay in full with return. . . > SO ao 
31 If line 29 is larger than line 25, enter OVERPAYMENT. . . . . > 31 iy b% i 
32 Line 31 to be: (a) Cred ted on 1971 estimated tay » $ ; (b) Refunded > $ Mb? 


Jticer penalties of pegury, | ae 1 have examined this return, includ M@ accompanying schedules and statements, and to the dest et my 


ve nd belief 
fs true, correct, a complete. ee one 


Sign 
here 


@ of preparer other than taxpayer, based on 
mation of whch he has any knowledge 


BEST COPY AVA'LABLE oN 
A-l va 


> PS i \ fork {3 ton D. 
Your signatur 
Bs aca ul wil Y md “— 


Ng jointly, wih ice bia if only on i ‘ 


Attach Copy & of Form W~2 here. > 


Foreign Accounts ' iin you, at any t.me ning t taxabie year, t P any interest cr sinature or cther authority over 
{check { és BO CU S$. Of otmer finaricia: account i foreign count ry (except in a U.S. muictary banking 


daeiiey opere od by 


i eg J t! ea des Yes (9 No. 
appropriate box) H Yes attach Fo rm GE For detinit see Form 4683 ) 


) 
see sme Sean EmeREEEeEeEee 


33 ia) NAME 


34 Total number of dependents listed above. Enter here and on line 10. 


PART li.—income other than ii Dividends, and Interest 


35 Susi ness income (or loss) (attach Schedule C) . 
36 Sale or exchange of property (attach Schedule D) . shee em ie a a nara a be 
37 Pensions and annuities, rents and royalties, partnerships, estates or trusts etc. (attach Schedule E) . 
Farm income (or foss) (attach Schedule F) . 
Miscei'aneous income (state nature and source) 


PART I!l.—Adjustments to Income 


41 “Sick pay’ if included in line 12 (attach Form 2440 or other required statement) . 
Moving expense (attach Form 3903) . ‘ 1 ae se oS 
Employee business expense (attach Form 2106 or other statement) . 


Payments as a self-employed person to a retirement pian, ete. (attach Form 2950SE) 
45 Total adjustments (add jines 41, 42. 43, and 44). Enter here and on Jine 17, 


PART !V.—Tax Computation 


46 Adjusted. gross income (from line 18). Bi) ih" Jima "ee 
47 (a) If you itemize deductions, enter tota! from Schedule A, tine 22 
(b) If you do not itemize deductions, and line 46 is $10,000 or more, enter 
$1,000 ($500 if married and filing separately) 
Subtract line 47 from line 46 i . 
Multiply total number of exemptions claimed on line 11, by $625 . i Sy he). eee awe ae te 
Taxable income. Subtract line 49 from line 48. (Figure your tax on this amount by using Tax Rate 


Schedule X, Y, or Z uniess the alternative tax or income averaging is applicable.) Enter tax on line 51 
vem, Eater here and on line 29) i la ay iol ella ee IN A i Me ise Wiggs al ge lal 


PART V.—Credits 


LA Ve 


r 
52 “Retirement income credit tata ‘Gehedule 9 ABHSI g A Fu 49 ae GNSS 


53 Investment credit (attach Form 3468) . 


54 Foreign tax credit (attach Form 1116) . ‘ 
55 Total credits (add lines 52. 53. and 54). Enter here snd or n tine 22. 


PART Vi.—Other —_ 


56 el ahinoveins tax teltaeh Schedule SE) . ; 
57 Tax from recomputing prior-year investment credit Kuehaek Kien 4255) . 
58 Minimum tax, See instructions on page 7. Check here 7. if Forrn 4625 is attached 


59 Social security tax on unreported tip income (attach Form 4137). 


60 Uncoliected employee social security tax on tips (from Forms W-2) . 
61 Total (acd lines 56, 57, 58. 59, and 60) Enter here and on line 24 
PART VIl.—Other Payments 


62 Excess F.IC.A. tax withheld (two or more employe see instructions on pace 7 

63 Credit for Federal tax on gasoline, special fuels, ubncating o! (attach Form 4136) 
64 Regulated Investment Company Credit (attach 

&S Total (add lines €2 63, and 64). Ente ee 


Schedules EzR—Supplemental Income Schedule AND | ek 
(Form 1040) Retirement Income Credit Computation a 79 


Department cf the Trescury (From pensions and annuities, rents and royalties, partnerships, estates and trusts, etc.) | ¢— 
internal Revenue Service © Attach to Form 1040. 


Name(s) as shown on Form 1030 Your Social Security Numoper 
" . a , 

KL fem fF 4k eT iN $ Ol 4g: 13 
Schedule L—Supplemental Income SE ncick (Scheduie R on back) 
Fill out and attach a separate Part | for each pension or annuity Enter combined totai of taxabie portions on line 5 

Pension and Annuity pigeon @ If pension or annuity is fully taxable for 1970, complete 

only uneg 1,2 2 and oF elf _ fully taxable, complete aiLiines / AS x 
1 Name of payer .. 1t¥) EO on te | ye Fe ee 2 oe 
2 If your employer cortr:buted part of the cost. is your contribution recoverable (or has your contribution been 

recovered) tax-free within 3 years? “ Yes No. 


fk EAS oe 


If ““Yes,”’ she - Your contribution $ ..... Your contribution recovered in prior years $.. 
3 Amount received this year 
4 Amount excludabie : . 
§ Taxable portion saline Hike tinier PN Ye eles Weill 9 lth) gh iva 2 baw cae ate Re Mek ee oer ee 
| Part 1 | Rent and Royalty Income (if you received rents from the operation of a farm but \ 


not materiaily participate in its operation, report rents in coiumn (b). Note: if in crop shares, 
_Feport in yea: reduced to money or its equivalent. See lastructions for Part il on page 12.) 


a) Depreciation Gs = 
(a) Kind and location of property (b) Total amount (c) Total amount (explain below) a eee expenses 
If residential, aiso write ‘'R™ } { t of royaities or depietion (at- mcpinn be t 
erpiain 


_tach computation) 


1 Totals . P ee : see sae eee : 
2 Net income (or loss) from rents and royalties ee (b) plus column (c) less columns (d) and (e)). 
——$$<$ 
Coe Income or Losses from Partnerships, Estates or Trusts, and Small Business 
_Corporations ae (b) Check applicabie box 


(a) Name and address fener Estat Simail ¢ 5 c} Empioyer 
ines r identification number 


Income (cr loss) Total of column (d) A ei ee ark titres ob) Lees 
TOTAL CF PARTS |, Il, AND lil (Enter here and on Form 1040, 
Explanation of Column (e), Part 1! 


item Amount 


Schedule for Depreciation Ciaimed in Par Il Above. 1. 
column (bd), enter the cost cr ctnher ba f assets t 
at end of year ‘n coiumn (d). If you meed more $pac 


{a) Group ard guiceti s 5} Date a t 
Of descript-on of pr acquired otmer bass 


1 Totai additiona! first year depreciation (do not inciude in items below) 


STATE OF 


SUPPLERENTAL AN? Y COLLECT 


pee € Linen ett 


~rtine Li. 


Dc Not Brite In Thess Bow 
SYM3OL 


fart | Pleose Frint of Type: 
ry 


Ive ive 


1. Name: 


2. Address: 


3. Dare of Birch: 

Lomo member of:- 
— Pets ; 
{| Public Employees’ Retiremenr Sv 


a Teachers' Pension and Annuity 
| Ramee | 


J 


Police and Firemen's Reiiremen 


Thereby epply for enrollment in the SUPPLEMENTAL AND 
oe o 


ef ss % 6(Retes ray be on'y whole percentases je. 1%, 


SUPPLEMENTAL VARIABLE ANIUITY. 


, ete. up to 10%, 


DESIGNATION GF BENEFICIARY 


I hereby nominate: 


address id ‘. Su Y 


2s the bencficiary who shali receive pay 
OTHERWISE TO 

° f 
A 


PA Mian STEEN 


ReGisTPaTion 


‘C 


t 


EXHIBIT 
U. S$. DIST. COURT 
S.D. OF N.Y. 


USF 


Fiteiren's Pension Fund 


the Maxir 


erent en 


address 20 


Io the absence of a specific requese, if mule 


le beneficiaries are named 
of Survivors". 
The benefit will ve 

fy under ore of the avai 


benefit as an annztty 


Ts 
Datei 


, 


paid ina single cosh payment. 


cole 


Port ll Certificetica cc 


I cert:/y that the 


eznval base sa'ary 


um Allovweble) 


« 
2 


id 


a 


October lk, 1972 


RECE IVED 


get 18 1972 


Mr. Aaron “Mednick, ii 


Appellate Conferee, 

Intern al Nevenue Service 

90 Church Street, Room 993 
Rew York, %.%. 19338 


APPELLATE DIVISION 
NORTH- ATLANTIC REGION 
IN. Y 


. 


Pear Yr. Yednick: 


Mielosed are ero 


Form §-38-82-971 
Collective Trust 
Prem N.OcA.e. 1718) 


Harry M. Harris, Supe rvisor of 


of ducation, Newark, New Jersey 37102 


r completed Forms 1. and 2. avove. 
Scard of Zducation files to 


Supplemental Annuity Col ectiv 


ro 
“qt (ct 
v 


M 


wit 
mw OM © 
om 


ductions were 1h 


Be 


* 


4 0 
y 


wr O p Oo 


+ 
. 


~ 


Ma ct OO O @ 
ti 2 


'y O MOD 


oun pot 
ork ie 


BOARD OF EDUCATION 
31 GREEN STREET 
NEWARK, NEW JERSEY O7102 


SECRETARY S DEPARTMENT 


September 20, 


Set RN le aN tt ee a ne Re 


Ms. Sarah D. Bollotin 
200 West 16th Street 
New York, New York 


Dear Ms. Bollotin: 


As per my exami Ke. your records in this officdé, I 

have found no ; icati for enrollment for the Supplemental 
Annuity Collecti bsquently $438.00 dollars was 
sent to Trenton i ; 


; 
| 
| 
{ 
| 
{ 
i 
| 


Very truly yours, 


me we ee 


SupervisGr o 


* 


- 


sa whee 


a ee ee 


© 


a 


STATE OF KEW JERS EY - DIVISION OF PENSIONS P.O. POX 2658 . 
f TRENTON, NJ. ClE2S 
SUPPLEMENTAL ANNUITY COLLECTIVE TRUST 
ENROLL?VENT APPLICATION 


TAX SHELTERED AMNUITY PROSRAM 


N : ‘ 
i" JLANT as a : <i St a cll a ae = Ea ten OO I hy = tie oe MN 
cy De Net Write In This Box a8 
SYMBOL REGISTRATION NO. . 


Port | Please Print or Type: ine a eee aS 


1, Name: 


Maiden Eumame 


2. Address: 


3. Date of Birth: _ ‘ ' # Sent 18 CTF 


Toma mecber of:- 
(} Teachers! Pension and Annuity Fund [_]} Public Employees' Retirement System 


My Membership Number in the chove Retirement System is a : 


‘IL bave entered into a salary reduction agreement with ry employer and have authorized the purchase of a Verichle Annuity tn the 


Tax Sheltered Program of the Supplemental Annuity Collective Trust. 
ame % OF SALARY 
SALARY $ . a REDUCTION 


DESIGNATION OF BENEFICIARY 


I hereby nominate: : felatio: 


address : : birth-dare 


as the beneficiary who shall receive payment of any and all amounts due or to become due upon my death, IF LIVIN 


OTHERWISE TO 
relationship ___ 


Reddo se ae Dh oat aay a SR a a Ne Se birth-date __ Ba oN eh cL) 


Ia the absence of a specific request, if multiple beneficiaries are named the following il apply; "Share & share alike, 
Survivor of survivors". 

The benefit will be paid in a single cash payment. If the kenefici arty ts anatural person, bowetrer, he may elect to receive the 
benefit cs a2 annuity under one of the available options. 

. : 


Signsture of Arslicant _ 


fteent bas extered into a salary reduction egreerent utth us and thet bis salary, percentcce of 
salary ss ond menses rircber are correctly ctzte 


State Emgicyees Orly 


eee 
= 


Siz st we of Certitying Agmt 


O 


m= oe 


s 
win 2 


TRENTON, NS J 


STATE OF NEW JERSEY-—DIVISION OF PENSIONS 
SUPPLEMENTAL ANNUITY COLLECTIVE TRUST 


. e 


Salary Reduction Agreement 


Vv \S\ ON 


pperrate nae herb} agreed by and between , eniployee 
cf 


sorts 


’ 


aia Cy 


tion in the amount of his salary in return for the em; » agreement to use the amount of such reditc- 


/ employer, that the employee agrees to a reduc- 


tion in salary to purine on behalf of the employee, an annuity which qualifies under the provisions of 
y I ) ) I 


section 403 (b) of the Internal Revenue Code of 1954, as amended 
For such purposes, the employee hereby authorizes and the employer agrees to: 


REDUCE the employee's _.. cash compensation beginning 
(payroll period) 


_ 9 , and for subsequent payroll periods by 


amount of the reduction to be rounded to the nearest whole dollar ore cent) | This agreement shall remain 


' 


in force for at least one year without modification unless cancelled because of termination of the employ- 


ment relationship. Tt shall continue as specified above unless terminated or modified after one year. 


1 


Notice of termination or modification shall be given in writing prior to any anniversary date. 


2. REMIT monthly to the Supplemental Annuity Collective Trust of New Jersey, the sum of such 
reduction in cash compensation as premiums on the annuity which is purchased by the employer on 
behalf of the employee pursuant to the provisions of € haprer 125, P. 1. 1968, as amended and supp! 


ret 


mented 


5. The employee's rights to the aniuuiry purchased by the employer on the employee 


pursuant hereto shall be non-forfertable. 


Name of Emplosing Agricy Employee's Signature 


e 


Address of Empioving Agency Retirement Sinead 


Signature k Tithe of Friplover's Agent Membership Nur ber 


9. 


’ 


O 


ERSEY SUPPLEMENTAL ANNUITY COLLECTIVE TRUS ST 


ADMINISTRATIVE RULES 


coerce ER 


(EXCERPTED FROM NJAC. 17:8) 


j . 
Kn. © be effective only at the beginning of a calendar quarter except that: 

10 ie employees of Boards of Education may enroll as of September 1st 
b. new employees may enroll at the time of enrollment in a basic retirement system 


Participants may contribute from 1% to 10% of base salary through payroll deductions on certi fication from 
the Division of Pensions; no fractional percentages are permitted. Contributions shall be in even dollar amount 


rounded to the nearest dollar ($ .50 and over rounded to the next higher dollar). 


A participant may change or discontinue his percentage rate of contribution on Written request to the Divisio 
P P g F = | 
of Pensions at least 30 days prior to the effective date of the change. The change will be effective o nly at th 


beginning of a calendar quarter and on certification from, the Division of Pensions. 
g S | 


Participants who are contributing through payroll deductions may make lump sum contri ibutions in the 3rd 

F 5 5 ) } P 

month of any calendar quarter in dollar amounts of $50.00 or more. However, as provided by statute, no 
P 

participant may contribute in excess of 10% of base salary by lump sum and payroll deductions combined 

in any fiscal year. Participants who are not contributing through payroll deductions may not make lump 


sum pay ments. 


If the basic retirement system provides tor return of accumu'ated deductions on the death of the member, 
the primary and contingent beneficiaric fe particip: shall be the same for the Trust, unless a 
separate designation of beneficiary on a form prescribed for the prograin is filed with the Trust. In those 
retirement systems which do not provide for retur umulated deductions on the death of a member 
the participant may cesignate a primary and contingent beneficiary in the Supplemental Annuity Trust on 


n 
prescribed forms, or, in the absence of such designation, his estate shall be so designated. 


; e4 ’ ae F 
On retirement, participants shall designate a primary and contingent beneficiary rovided the retirement oO 


requires such designation. 


A participant may withdraw from the Trust only if the value of his account is $100.00 or !ess; otherwise he 


may not withdraw unless his membership in nt lal retirement system has been terminated. 


A participant’s completed application for withdrawal from the basic retirement system, 
of the gst ene a will be deemed as a withdrawal from the Supeiemental Annuity 
f ) 


drawal value of th icipant’s account shall be determined a: of the close of the 


completed eae plication is received by the Division of Pensions or the ae, 
YA 


employment covered by the basic retirement system, whichever is later. However, the fli 


drawal form with the Trust is required. 


If a participant’s withdrawal or retirement from 


check has been issued to him covering the 


> 


his account in the Su edhe Annuity 


bsequently cele his: withdrawal-or retize aplication tort the bade! retire: wee 
su se ig y cancers nis Witnhdrawai oF retircemen ication from tne Oasic retirement Sy Sher. 


unds withdrawn within 15-days after such caze7, 


edeposited shall be conv into equity units on the basis of the value of 
} 4 


an equity unit as of the end of the mor f redzonsit, inscly redeposit is not made the employ: 


reenroll as a new participant at the beginning 

If a participant's acccunt in his basic retirement system is terminated and placed in suspe 

account in the Supplemental Annuity Collective Trust shall be dctermined as of the close of the m 
which his account in the basi ERE system ininated and ke shall no 


or losses. 


| a 
O RECEIVSD 
OCT 1.8 1972 


~ ‘ ‘ 
-~-— we se ay er ee ee . ss 


- =~. 


*’ {ADMINISTRATIVE RULES ~ continued 

APPELLATE DIVISION. ; 

V1. On the death of a participant the value of his account Nua Mba Te rd tin iReGIGM of the close of the month of 
death. If the designated beneficiary does not prom, tly apply nv Sarees the account shall be placed in 
suspense and shall ccase participating in carnings or losses. 


At retirement a participant shall be paid a variable life annuity unless he files a written application prior to 
retiremnent requesting: 


a. a single cash payment or 


b. the actuarial equivalent as a lesser annuity for life with the provision thar: 


. In the event of the death of the retirant prior to the expiration of 5 years from the effective date 
P F ’ 


of the annuity, the annuity will be continued to his designated beneficiary for the remainder of the 
5 year period. 


» 
In the event of the death of the retirant prior to the expiration of 10 years from the effective date 
of the annuity, the annuity will be continued to his cesignated beneficiary for the remainder of the 
10 year period. 


Upon his death, the same variable annuity shall be continued throughout the life of and paid to suck 
P ) § f 


person as he shall nominate by written designation duly acknowledged and filed with the Council at 
the time of his retirement. 


Upon his death, 1/2 of his variable annuity shall be continued throughout the life of and paid to 


such person as he shall nominate by written d signation duly acknowledced and filed with the Counc 
at the time of his retirement. 


No annuity shall be due to a retirant or beneficiary unless it constitutes a payinent for an entire month. 


A participant shall have the right to (a) withdraw, or (b) cancel or change 
any time before his annuity becomes due aid is paid; thereafter th 
shit i 
The following additional niles apply to the Tax Sheltered Annuity program. To be eligible for this progrem 
participants must be employees of a public school system, the State Department of Edscation or Depertment 
of Higher Education. 
eee 


Each employee Participating in the tax sheltered progr.im shall file an enrollment application on the 
form which shall be completed and ce-tified Ly the employer. 


As a condition of enrollment, salary reduction agreements on the approved form shall be entered intc 
eligible employees and the employer. Such agreements shall commence only at the beginning of a calendar 
quarter, except that: 


a  10-month employees of Boards of Education may enroll as of September 1st 


b. new employees raay enrol] at the time of enrollment in the basic retirement system, 


dollar ($.50 and over rounded to the nexe hi 


e . ne 
t least one year without modification. Chane 


Salary reduction agreements shall remain in force for z 
. e = 
rate of contribution may be made thereafter as of che start of a calendar quarter and the revised a-ree 


7) 


¢ 
must be continued in force for at lease one year before further changes may be made. Notice o 


‘ot aS ‘ 1 ‘ A i‘ z ‘ / ‘ ZT 3 
be filed with the Trust at least 30 days prior to the effective date. alary ceductions and modit 
y ny gee ’ 3 pa ' + ane. . 
become effective on certification from the Division of Pens: ns. 
LS co weal hk Ae ee 
In the event an employee is elicible to paricipace in both the  c—sheleered and non-tax - 


1: : ° 
the combined contributions May not excc.1 10% cf base <alary. 


es 


; q) 
~~ Mae i é mae 


$-88.34.766 STATE OF NEW JERSEY . DIVISION OF PENSIONS P.0. BOX 20: 
. T TRENTON, NJ 65 


SUPPLEMENTAL ANNUITY COLLECTIVE TRUST 
ENROLLMENT APPLICATION 


« 
"42 


TAX SHELTERED ANNUITY PROGRAM 


| Do Nort Write re This f Bor 
a SYMBOL REG ISTRATION NO. 


Part | Please Print or Type: : 
1, Name: ee. lotin eae Sarah 


Last First 


200 West 16th ‘St. Apt. (i2- D Now York City, N.Y... 10011 


City 


i911 4.Sex()M Fy) F 


2. Address: 


3. Date of Birth: __ 


Year 
fam a member of:- 
xe 


amie | . ~ 
Uc Teachers’ Pension and Annuity Fund |_J Public Employees' Retirement System 


211983 | 


My Membership Number in the above Retirement System is 


I bave entered into a salary reduction agreement with my employer and hive authorized the purchase of 


Tax Sheltered Program of the Supplemental Aru: ty Collective Trust. 


OF SALARY 
SALARY $ _11,100.00 REDUCTION 


DESIGNATION OF BENEFICIARY 


Mrs. Henrietta Bollotin Sch4ller a Sister 
Thereby nominate: 121-Suenner- Prog-Tot Ssrty i : 


Pate ee 
ea joe ULn 4 


Reicks tina: 5 bee 


Pa a acti tel nt i ge clo sorties _ birth-date 
as the beneficiary who shall receive payment of any and all amounts due o: » necome due upon my death, IF LIVING: 


OTHERWISE TO 


wv Mies _Gaye Le _Finn_ anise ee, $$ _____.________ relations\ip _ Miece _ 


mame, Calit, _ tiv bitth-date . Mareh 4, 194) 


In the absence of a specific request, if multiple beneficiaries are named the following shall apply; ‘Share & share ali} 


Survivor of survivors" 
The benefit will be paid in a sinele cash payment, | 


benefit as an annusty under one of the g atlahle options. 


March 8, 1971 


aN, Ae Son EGU HU (eNO rai ature of biuannee 


Port ll Certification of Employing bac 
I certify that the applicant has entered inte 


salary reduction, and membership numbe 


/ 
he a lator ie ns ements ng / ) eet a 
wane meme ag ° ~ ih 4 
S839 708° ; P.O WON ction 
2 TRENTON, N. J. 08625 


STATE OF NEw JERSEY—DIVISION OF PENSIO*.: 
SUPPLEMENTAL ANNUITy COLLECTIVE TRUST 


. 


COPLER 2 eer Am oan Sa LP CD stmt PE iB. rns 


Salary Reduction Agreement 


a 


Icis hereby agreed by and between Saoch Bollotin » employee 
and Newark Bd. Of Education » employer, that the employee agrees ta a reduce: 


Hon in the amount of his salary in return for the employer's agreement to ase the amount of such reduc- 
ton in sabury to purchase on behalf of the employee, an annuity which qualifies under the provisions of 


section 403 (b) of the Internal Revenue Code of 1954. as inended. 


a PA 


For such Purposes, the emplovee hereby authorizes and the emplover agrees io 


RESUCE the emplovee's LU conthly Payroll Cash compensation beginning 
pasroll period) 
0. 


Satie April 1... 71 , and for subsequent payroll periods by 4. the 


bd 


amount of the reduction to he rounded to the nearest Whole doliap (ve cents. Phis agreement shall remain 


in force for at least one year without modification unless cancelled beeatse of termination of the employ 
ment relationship. Te shall continue as specified above unless terminared ovomodified after one vear. 


Notize of termination oy niexlihcation shall he Riven mi writine prior to any Meera dace 
+ > 


2 REMIT aanithiviiw the Supplemental \nmucity Collective Trius ob New Jersey, the sum of sic h 
reduction i cash PORTPCUSALON as premnunscor the aniaiEs, Match as purchased by the cmpleyer on 
behalf of the employce pursuit to the Provisions of Chyprer 123, P. 1. 1963. a5 amended and supple- 


mented 


3. The emplovee’s rielts to the AMnCtV purchased by the cmplover om the Cmplowces behalf 


purnant hereto shall be non forfertuble 


! 
| 


4a . 
Ewk. Bd. Of Education ees Firtbt~ : 


Name of Frevgele Ving Nponey batheavee's Matinee 


* 


31 Green Street TPAP 


Ndalieas cf Fangdoving Apenes Retacrmemt Svarems 


f 


Vide £ onan 


MEW nea Pah at Pitiphewer'« Agen 


mcsr 


UNITED STATES DISTRIC COURT 


SOUTHERN DISTRICT OF NEW YORK 


SARAH D. BOLLOTIN, 


Plaintiff, : 75 Civ, 1282 


UNITED STATES OF AMERICA, 


Defendant. 


HON. DUDLEY B. BONSAL, 


District Judge. 


New York, New York 
May 4; 2976 =: 2200 nim: 


ADPe ar anc 6 s: 


STANLEY L. KAUFMAN, ESQ., 
Attorney for Plaintiff, 


ROBERT B. FISKE, JR., ESO., 


United States Attorney for the 
Southern District of New York; 
STUART F. PARKER, ESO., 
Assistant United States Attorney, of counsel. 


SOUTHERN DisixiCT COURT REPORTERS US COURTHOI!s 
FOLEY SOUARE NEW YORK NY. ~ f9l-f320 


ad 


MR. PARKER: 


Before we hegin, I have cut 


out and would like to hand up to your Honor the 


Jersey statutes which pertain here. I have aiver a copy 


to Mr. Kaufman. I thought I would hand them up to y¥ su 


for your convenience. 


THE. COURT: 


Thank you. 


i 
tt 
8 | : ee) 
| Mr. Kaufman, I would like to suggest and I think | 
9 | ; | 
i I would like Miss Bollotin to take the stand and I would 
10 || RAE oe | 
li like you to inquire into such things as what was the | 
| } 
. M i compensation in 1970, and what, as far as she knows, 
\ | | 
1 ‘ : ‘ 
went into these two different retirement systems, and 
| 
1 
” the information in connection with the salary reduction. 
14 || ‘ : 
i MR. KAUFMAN: I believe we have a memorandum 
\| { 
» | in the file which kind of outlines that whole thing. 
” i Will you take the stand, Miss Bollotin. | 
17 || { 
| S AR AH Di < BOLLOTIN, after having | 
i 
. 1 ne | 
m5 i been duly sworn, testified as follows: 
es 19 | prrRect EXAMINATION | 
| | 
20 | BY MR. KAUPMAN: 
| | 
| 
i i Q Miss Bollotin, will you tell us your home 
i 
OG {} | 
e ee address? 
¢ i 
- =| A 200 West 16th Street, New York 10011. 
4 || a 
| Q Will you tell us vour business address? 


A The Board of Education, Newark, New Jersey, 
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at 2 Cedar Street, Newark, New Jersey 07102. 
2) Will you describe the nature of your employment 


with the Roard of Fducation? 


A I'm a teacher-librarian. 
THE COURT: How long have you been so employed, | 
ma'am? 


THE WITNESS: Since 1964, with the Newark 
Boara of Education: 

THE COURT: Since 1964? 

THE WITNESS: Since 1964, yes. 

0 Can you tell us whether you started to make 
contributions to a fund called the Supplemental Annuity 
Collective Trust of the Newark Board of Education of the 
State of New Jersey, which I will refer to as SACT? . 

A Yes. 

Q Can you tell us when and the approximate 
amounts of the contributions that you made or the 
exact amounts, if you have them, of the contributions 
that you made to SACT or that were made to SACT? 

A In 1969 the total amounted to $395, which was 
withheld from my navcheck. Is that -- 

Q That is correct. 

A In 1969 the total was $438; 1979, the total 


was $225, or a qrand total of $1,058. 
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9 I show you a copy of your United States Indi- 


vidual Income Tax Return Form 1949 and ask you whether. 


you furnished me with this copy and whether it 
of the return that you filed. 

A Yes, sir, this is an exact copy and 
furnish this copy to you. 

MR. KAUFMAN: I would like to have 
marked in evidence. 

THE COURT: Have you seen this, Mr. Parker? 

MR. PARKER: No. 

THE COURT: Show it to Mr. Parker. If there 
is no objection,we can out: it in evidence. 

THE WITNESS; Might I state for the record 
that the original was filed with Andover, Massachusetts. 
At that time the New York returns were going to Andover, 
Massachusetts. 

MR. PARKER: Let's put in the copv. Let me 
Just check) Tt ‘through. 

Okay, ‘that is all. right. 

THE COURT: It will be received as Plaintiff's 
EXALpt U1: 

(Plaintiff's Exhibit 1 received in 

evidence. 35 


Teall your attention, Miss Bollotin, to 
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Part 5, Items 5 h h 55 on Exhibit 1 in the amount 


® 
of $1,058. Did you claim $1,058 to be excluded from 


your gross income? 
A Yes, I.did. 
2) Does that coincide with the figure that you 
just gave us for the various years of your SACT? 
A Yes. 
THE COURT: Which I understand are ade up 
from the contributions to SACT you made in 1968, 1965 
and 1970; is that correct? 
THE WITNFSS: That is correct. 


Did the Government allow you to deduct this 


No, sir, they disallowed that Claim: 
And approximately when was sAat disallowance? 
A I have a letter from Mr. Joseph Ccucen whe was 
the final authority, who turned down my deduction in 
Mareh..1973. 
ce) Was he in the Internal Revenue Service? 

Yes, gir. 

THE COURT: Let me ask you one question. Was 
this the first t/me you made a contribution to SACT, in 
1968? 

Actually there may have been 
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something in 1967. i'm not -- 

THE COURT: You don't recall? 

THE MITNESS: Bot lL may not have claimed it 
because at tt! time -- 

COURT: Don’t tell wa why. YoOu,.don'’t 
really remember. You might have made one in 1967? 

THE WITNESS: I might have, yes, but it was 
very little because the teacher's salaries were low, 
consequently the deduction was. 

THE COURT: All 2righe. 

MR. KAUFMAN: I’ would like the record to show, 
and I have the receipts here which I will enter into 
evidence, which she made contributions to SACT in 
1971 in the amount.of $168 and in 1972 in the amount of 
$171, which makes an additional $339 that Miss Bollotin 
has not claimed, and I will also introduce into evidence, 
should your Honor deem it relevant, that: her total 
contributions to date to SACT es of June 30, 1 were 
$1,797, so that even if Miss Bollotin, is suecessful 
here today the Government will have obtained a fair 
baraqain. 

COURT: {'m not worried about that. 


1971 and 1972 are not in issue here. 


KAUFMAN: No, they are not, because she 
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never mad the clain. 


COURT: You made the statement for the 


bs tog OH ie 
at 


record. 


think vc need to introduce that. 


Are you going to put in the 


ate those, tiss Bollotin, that is, 


Can you 


your checks or receipts? 


A I have check stubs which I can dig ove. 


THE 
THE WITNESS: I do have them here. I. brought 


134 them. 


14 | MR. KAUFMAN: Jidon*t know how long, at will 
15 | take her to take them out. 


16 | THE WITNESS: Cash stubs. 


ea THE COURT: Why don’t you get her her shopping 


payments to SACT? 


Well, they were withheld. 


21 | THE COURT: Withheld by the Board of Education? 


WITNFSS: Yes. Actually there was a man -- 


THE COURT: They were withheld by the Board 


of Education? 


THE 
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2 THE COURT: Did the Board of Education make 
3 | this payment to the annuity fund? 


‘ 4 | THE WITNESS: Yes. 


or 
WJ 
po of 
m 


COURT: These are the stubs. 


WITNESS: I could not control that. 


4 THE COURT: Did vou ever get that money back 


form? 


THE WITMESS: 


I tried to. I got a letter back 


telling me -- 


TRE CoO : AT some point you expect to reap 


a rewaru from it, don't you? 


THE 


WITNESS: I would hope so, yes. We've 


got something right over here. No you want this, Mr. 


Kaufman? 


THE COURT: 


Are those the stubs that vou are 


referring to? 


THE WITNESS: I have them in rubberhands. 


This is 1969 and -- it is this fund here. 


MR. 


KAUFMAN: Let me show it to Mr. Parker 


THE COURT: 


All: right. 


(Pause. 


A |i MR. KAUFMAN: After having shown them to Mr. 


Parker, I would like to introduce into evidence as 


COURT 
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| ig 
2 ! Plaintiff's Exhibit 2 a batch of 20 slips for 1968, | 
3 which are entitled "Statement of Earnings and seatanitiinds 
~ 4 | and Miss Rollotin has indicated that the item VAF in- | 
5 1 dicates the deductions by her employer for SACT. 
6 THE ‘CLERK: Any objection? 
aa: | MR. PARKER: No objection. 
eae 8 [Plaintiff's Exhibit 2 received in 
ms 9 | evidence.] | 
t | 
10 THE WITNESS: VAF stands for Variable Annuity 
ll Fund. That is what they called it, but it was under | 
, 12 the New Jersey statute Supplemental Annuity Collective | 
l | 
13 | TEUSE. | 
14 MR. KAUFMAN: I would like to introduce as 
| 
15 Plaintiff's Exhibit 3 a similar batch of 29 statements | 
‘ 16 | £ earnings and deductions for the year 1969. | : 
17 THE CLERK: Any objection? : a. 
| 
18 i MRo (PARKER? No. | 
19 | THE COURT: Received. : 
tas 20 [Plaintitf's Exhibit 3 received in | 
21 | evidence. ] | 
i | 
a MR. KAUFMAN: And 3 Plaintiff's Exhibit 4 
~ 2B I offer in evidence 22 slips for the year 1970. | 


THE) ‘COURT: ALL right, 


vibe’ 25 |! [Plaintiff's Fxhib’t 4 received in 
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evidence. ] 

‘@) When your employer made these contributions 
to SACT, did you intend and desire that they he tax 
sheltered? 

A Absolutely. 

THE COURT: What do you mean hy that, that they 
would be tax sheltered? 

THE WITNESS: That the taxes he deferred 
until I retired. That is what is meant. 

THE COURT = In other words, you pay the 
taxes when you collected on the annuity? 

THE WIINESS:  'Yes. 

THE COURT: That would not be taxable the 
year you paid it in? 

THE WITNESS: That was the assumption. That was 
the intention. 

(a) When you paid the tax on these respective 
years, 1968, 1969 and 1970, was it your intention that 
these payments made by your employer for SACT would be 
deducted from the income upon which your income tax 
was then calculated? 

A Would you repeat that, please? 


e) Did you intend that these payments, when 


you made them, should be deducted from your income 
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upon which your income tax was calculated? 


3 
} A Oh, yes, yes. 
Aes 4 (@) Had anyone clearly explained or explained 
5 | ; . ieee 
{| that it was necessary to sign a permission to your | 
| | 
6 i | 
\ employer to deduct these payments would you have signed 
I 
2. } | 
| such a statement? 
8 | | 
‘ I A Well, I wanted it tax sheltered. This was 
i | 
9 | ee | 
my objective. 
10 | : ; 
| Q Are you ready to sign anything here today that 
11 ‘ 
i the Government offers you that would accomplish the | 
a | , } 
tax shelter objective that you expressed to Judge i 
, i 
13 Ht | 
Bonsal a moment ago? 
45 : 
s H A Yes, Sir. 
15 \ £ TT7AA A RY load of ; 1 
l MR. KAUFMAN: That is all, your Honor. 
| 
16 


i THE COURT: Mr. Parker. 


MR. PARKER: Thank vou, your Honor. 


CROSS-EXAMINATION 
BY MR. PARKER: 
Q Miss Bollotin, 4id you file a tax return in 


L968? 


A Yeo, sir, 1040. | 


if Q Did you claim an exclusion for your SACT 


contribution that year? 


A Yes, sir. You said 1968, I believe; right? 
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Yes, I did, 1968. 

No, I claimed this in 1970. 

THE COURT: You made no claim in 1968? 

THE WITNESS: No, sir. 

THE COURT: That was with respect to the 
7395, I think. you, said? 

THE WITNESS: Yes; in 1968.. ‘No,) i did not 
make a claim. I really was confused myself. 

THE COURT: I take it you were confused in 


1969 also. You made no claim in 1969; is that right? 


THE WITNESS: I was beginning to learn a little | 


bit about the legalese which was involved. 

THE COUR™. And the learning care on all of a 
pace in 1970? 

THE WITNESS: No, sir. It was a very slow 
process and it has been a very slow process. I have 
been learning now ever since I filed this IRS return 
1040 in 1970. I have learned a tremendous amount of 
law, if may So. 

THE COURT: I don't doubt that for a minute. 
I suppose, like most of us taxpayers, you filed a tax 
return, 4 1040; is that correct? 

THE WITNESS: That is correct. 


THE COURT: Has it been your practice to file 
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a 1049 on a cash basis or on an accrual basis? 

THE WITNESS: On a what? 

THE COURT: Do you know the difference 
between a cash basis and an accrual basis? 

THE WITNESS: Ne, six, 1 font. 

THE COURT: You don't know that? 

THE WITNESS: No; I don"t. 

THE. COURT: What you do, I take it, you 
probably, then, like most tax payers, do it on a cash 
basis. 

THE “WITNESS: On April 15 the return is dve. 
I don't have the exact dates, but it was always filed 
within che time allowed and they withhold a good deal 
of the salary from my pay check to cover the-- 

THE COURT: And they give you a statement 
and you put that statement in with your tax return that 
the Board of Education has withheld so much for income 
taxes on your salary? 

THE WITNESS: Yes. This is called a Form 
W-2 which is used for that purpose. I believe this is 


what you are referring to [indicating]. 


THE COURT: I had a general question, but 
3 3 


you have answered it. I think I understand that. 


Go ahead, Mr. Parker. 


US COURTHOLs 
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Q Now, after the tax year 1979 did you make 


a claim to the Internal Revenue Service for refund? 


_ 4 | A Yes, sir. | 
| 
5 9 Did you ever write them a letter telling them | 
‘ 6 | that you were asking for tax shelter treatment for the | 
q 1968 and 1969 SACT payments? | 
a | ; ; | 
\ } A Yes, sir, I went through the entire IRS 
: . bureaucracy and I have a number of letters. I'm not 
i | 
» | sure that I have them all with me, but I started with a | 
Me | gentleman named Mercurio here at -- I don't know whether | 
‘ a | he is at 120 Church Street or right up here in New York -- | 
2 13 for a hearing and then I.went -- I know to a man named | 
| I 
. _ | Mr. David Landaw. That was the next step up. And then 
1 the last step was a Mr. Aaron Mednick at IRS, who was | 
16 the appellate -- he was called the appellate conferee. 
7 Q And you explained to them that you were | 
18 | asking for tax shelter treatment for vour 1968 and | 
| 
19 | 1969 SACT payments as well as the 1970 SACT payment? 
0 | A Yes, Sir. | 
2} Q Now, prior to 1968, Miss Bollotin, did you | 
= ever authorize a deduction from your salary to he | 
: 33 contributed to SACT for the purchase of annuities? | 
: ji 
- } A Well, the exact date is somewhere around | 
: Pe 


| 
there. | 
| 
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| 
| | 
| 
2 || | 
| THE COURT: Before we go to the date, I think | 
| | 
3 : . ‘ ‘ ; 
| the question is did you make an application to have this | 
| | 
~ ‘ 4 1 deduction made from your salary, if I understand the 
i| 
5 jj 
| question. | 
é | | 
| THE WITNESS: The application was made in 
7 || | 
| LOGS. 
8 | NRE AS | 
. i THE COURT: You made an application in 1968? 
9 || : 
i THE WHINE SS But there was supposed to be | 
10 | 
| an agreement. | 
i 
i 
" i THE COURT: Let's try to stick to the 
HI 
12 | See | 
i question. Did you make an application in 1968? 
i | 
13 ji 
fj THE WITNESS: I wanted tax sheltered privilege. | 
14 | | 
i THE COURT: I know,but did you make an 
a 5 | seca ae | 
} application? That is the question. 
. { ' 
4 i| | 
16 i} ; 7‘ | 
| THE WITNESS: In 1968 I made an application 
7 | 
\ I which was actually never consummated. | 
18 | | 
\ THE COURT: How did you do it? | 
; 19 | ; | 
THE WITNESS: There are forms which you had 
20 | 
\ to fill out for Trenton, New Jersey, which the State -- 
21 | | 
: i the New Jersey State Treasurer has control of these | 
22 
i funds. 
ia 3 i aM . | 
; i THE: COURT: Don € tell me. all that. I want 
‘ 4 \ 
i to know about the application. You filled out an applica- 
25 |! 


tion? 
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THE WITNESS: I filled out an application, 
but, as I say, I didn't know the details. 

THE COURT: What happened to the application? 

THE WITNESS: The application -- well, I did 
send one application to Trenton. I was very anxious to 
get the tax shelter. 

THE COURT: When did you do that? 

THE WITNESS: I can actually look up some 
more papers which I have a, home which f 

THE COURT: Tell us what time you are talking 
about. Are you talking about before 1968? 

THE WITNESS: It was in 1968. 

THE COURT: During the same year? 

THE WITNESS: Oh, yes. This really started 
in 1968, when I began to find out that I was having 
another deduction withheld along with my Federal and 
my -- 

THE COURT: Please. wish you would just try 
to concentrate on the question. I'm interested in about 
when in 1968 you think you filed an application in 
Trenton, New Jersey. 


THE WITNESS: It may have heen in NOvember 


or December of 1968. It was quite late, because, you 


see, we don't work during July and August. 
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Ht 
| 
2 THE COURT: Didn't you worry about these 
i] 
i} 
3 | reasons. You think it was November o. December? 
| } 
, 74 THE WITNESS: It must have been. 
\ 
° | THE COURT: What did you do with this applica- 
6 | 
1 tion? 
Ta 
f THE WITNESS: I must have sent one copy -- 
i 
8 |i 
i THE COURT: Don't tell us “you must have". 
9 | 
\ Do you remember or do you say you don't recall? 
Ht 
10 | 
THE WITNESS: I don‘t recall actually, but 
H 1 I have a letter which indicates that I did send an 
12 || 
i application to someone in Trenton, but it was -- but 
| 
3 | : 
i that was not -- the requirement -- 
14 |i ; ; 
i THE COURT: What is your next question, 
i| 
% i Mr. Parker? 
\ 
, 16 | : 
' i Q Miss Bollotin, I show you Defendant's 
I 
LH ft : aie ae 
i Exhibit A for identification. 
" i MR. PARKER: I have a copy for your Honor. 
19 i A I see November 19, 1966. My guess -- 
>. 20 ji 
i Q Answer the question. 
i| 
See : 
\ THE COURT: Answer the question. 
2 || 
i Q Is that your signature on Defendant's 
i Exhibit A for identification? 
i A Yeu, sic, it is, 
25 bets 
Q Can you tell me what Defendant's Exhibit A 
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for identification is? 


A At the top it says "“Sepplemental Annuity 
Collective Trust Enrollment Application.” 

Q Is this in fact an enrollment application or a 
copy of the enrollment application that you filed with 
SACT? 

A Apparently I did, yes. I said I did recall 
something like that, but this was not official. 

THE’ COURT: Please try to answer the que tion. 
We will waste time if you don't. 

MR. PARKER: I offer Defendant's Exhibit A 
for identification in evidence. 

THE COURT: Any objection? 

MR. KAUFMAN: No objection. 

(Defendant's Exhibit A received in 

evidence. } 

Q In 1966 the Newark Board of Education did 


not offer a tax shelter annuity program, did they? 


A No, Sir, not in ‘1966 |. 

Q But they did starting in 1968? 

A Yes, sir, they started this program September 
1968. 

Q Miss Bollotin, I show you Defendant's Exhibit 


B for identification. Is the top sheet of Defendant's 
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Exhibit B a letter that you wrote to Mr. Mednick of 
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the Internal Revenue Service? 


A Yes, sir. 

Q Would you look through the enclosures to that 
letter? 

A You want me to make any comment? 

Q No, just look at the enclosures. Have you 
finished? 

" Yes. 

Q Is that what you sent to Mr. Mednick? 

A Yes, it is. 

0 Turning to the second enclosure, the esroll- 


ment application, was that enrollment applicatin sent 
to you by the State of New Jersey? 

A No, sir. The enrollment applic«ction was 
handed to me by a bookkeeper in the payroll department 


of the Newark Board of Fducation. 


Q Turning to the third enclosure, who gave that 


to you? This is the salary deduction agreement. 


A The same gentleman, the same bookkeeper in 


the payroll department of the Newark Board of Education. 


I was trying to get tax shelter. 
Q Did he also give you the fourth enclosure, 


the New Jersey -- 
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Yes. 
The administrative rules? 
Yes, sir, I believe he did. 
THE COURT: That is your best recollection. 

Q In any case, you sent that on over to the 
Internal Revenue Service? 

A Yes, I sent these papers to Mr. Mednick. 
Actually I think I handed them to Mr. Mednick personally 
in a conference where I claimed this tax shelter. I 
didn't ever think I was ever going to get into the 
United States Court at that time. 


Q Do you reca.l when you received the enrollment 


application and the salary reduction agreement? 


A The administrative rules from the Cierk you 
were just speaking about? It was in December 1968. 
I am relatively certain that that was the date because 
somewhere here we have a date of NOvember 19th and it 
had to be very late in the year because I would go 
to Payroli every payday and raise hell, frankly. 

Q But that wes in 1968 ? 

A And it was in 1968, because the hookkeeper 
who handed me this had just come to the department at 
that time. I can give you his name, Mr. Aaron Beckerman, 


and he stayed about a year and a half only, so you can 
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check with the personnel records and see the exact dates 
when he came and left. 

MR. PARKER: I would like to offer Defendant's 
Exhibit B for identification into evidence. 

THE CLERK: Any objection? 

MR. KAUFMAN: No objection. 

(Defendant's Exhibit B received in 

evidence. ]} 

MR. KAUFMAN: Subject to correctian of the 
letter of September 20, where the Board of Education 
says it finds no application for enrollment. 

THE WITNESS: That is correct, Mr. Kaufman, 
because -- 

THE COURT: Wait a minute. 

MR. KAUFMAN: It seems to be inconsistent with 
an actual application that was filed. 

THE COURT: Which one are you referring to, 
Mr. Kaufman? 

MR. KAUFMAN: Defendant's Exhibit A is 
an application which was filed in 1966 and here is this 
same Board of Education in this attachment to Exhibit B 
saying he has examined the recoris and he finds no 
application for enrollment of this supplemental annuity 


collective trust. 
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THE WITNESS: May I explain that? 
THE COURT: No, Exhibit A indicates you made 
a mistake. 
THE WITNESS: No, sir. 
THE COURT: Wait a minute. 
MR. KAUFMAN: I just wanted to bring it out. 
Q Incidentally, Miss Bollotin, do you know 


where an enrollment application would be filed? Would 


A Well, this is where the bureaucracy comes 
in. Actually it had to be consummated by an agreement 
which was signed and notarized in the Board of Education 
Headquarters, which was never done, and this is part 
cof the problem. I mean, the only person who undrstood 
it =~ 

THE COURT: I don't want to hear all about 
who understands it. I want to know what you did. 
What did you do with that application, Exhibit A? 

THE WITNESS: That application went to 
Trenton on my own. 

THE COURT: Allright. 

THE WITNESS: On my own. 

THE COURT: You sent it? 


THE WITNESS: I might have sent it, yes. 


c 
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I don't recall exactly, but I must have sent it. 


THE COURT: All right. 
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MR. PARKER: You have answered my question. 


Q Turning back to the enrollment application 


and the form of. salary reduction agreements that you 


received in late 1968, did you ever fill out an enrollment 


application? 
A I filled out an application, but not the 
agreement. 
THE COURT: Wait a minute. We are getting 
caught on form. 
THE WITNESS: The enrollment, yes. 
Q When did you fit) that out? 
A I don't have the paper in front of me, so. 
can't give you the exact date, but it must have been 


I don't know -- I don't know the exact date. 


Ln 


THE COURT: What is your best recollection? 


THE WITNESS: I'm a little canfused by th 
time. 

THE COURT: Don't get confused, just rela 
The question is when you filled out the enrollment 
application, which I take it is a form similar to the 
form that is on Exhibit B, isn’t it? 


Would you show it to Miss Bollotin. 
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Do you ever remember filling out a form that 
looked like that? 

THE WITNESS: He showed me a form here. You 
showed me.a completed form, didn't you? 

MR. KAUFMAN: Exhibit A. 

THE COURT: Exhibit A was the one he showed 
you. Other than Exhibit A, did you ever fill out an 
enrollment application for SACT? 

THE WITNESS: This was the only azplication 

I have filled out. This I do know. 


THE COURT: The witness referred to Exhibit 


Q Miss Bollotin, you have testified that you 
have never filled out a salary reduction agreement 
Similar to the one contained in Exhibit B. That is 
B; is that correct? 

A That is correct. It was never consummated. 
As you see, there has to be a signature and title of 


employer's agent. 


Q Dic’ you ever sign such an agreement? 
A It was never sent to Trenton. 

Q Did you ever sign such an agreement? 
A No. This is -- 


THE COURT: All right. Don't tell us any 
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more. All he asked you was -- if he confuses you on 


that, Mr. Kaufman will undoubtedly be able to clear 


it up later on. 

Q Miss Bollotin, I show you Defendant's 
Exhibit C for identification, which consists of two pages. 
Can you tell me what that is? 

A Yes, this is the enrollment application and 
attached to this is the salary reduction agreement, 
sO apparently -- 

Q MIss Bollotin, is that your signature on the 
enrollment application, the first page of Defendant's 
Exhibit C for identification, and on the salary reduction 
agreement, on the second page of Defendant's Exhibit 
C for identification? 

A Yes, sir. 

MR. PARKER: I would offer Defendant's 
Exhibit C for identification in evidence. 
MR. KAUFMAN: No objection. 
THE COURT: It will be received. 
(Defendant's Exhibit C received in 
evidence.] 

Q What is thd date on the first page of 

Defendant's Exhibit C? 


A Marcn 8, 1971. 
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Q At that time, Miss Bollotin, did you enter 
into a salary reduction agreement with the Newark Board 
of Education? 
A No, sir, you don't see a signature and title 
of employee's agent. 

THE : I don't think you understand 
the question. is referring to the second document, 
the one on the next page. 

MR. PARKER: Yes, your Honor. 

I'm not sure what you are refertfing to. 

Let me repnrase the question. 

At this time, today, are you a party to a 
salary reduction agreement with the Newark Board of 
Education? 

A Well, it is something entirely different. 


It is not S'ACT, because in 1968 -= this started about 


A972. It actually was authorized by the members of the 


Board of Education for the teachers to do this in 
September 1968, but nobody knew what-they were doing. 
It was just awful. 

Q Let's go back to 1971. Now, in 1971 you 
filled out this enrollment application for the SACT 
annuity program you signed it. 

THE COURT: You notice that document, do 
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THE WITNESS: Yes, sir. 

THE COURT: Is there a date of 3/9/71? 

THE WITNESS: 1% ie 3/8/71. 

THE COURT: 3/8/71? 

THE WITNESS: Right. 

Q On the second page of the agreement, you signed 
that also? 

A I aid. 

Q After you signed these two documents which 
make up Defendant's Exhibit C, were your contributions 
to SACT tax sheltered? 

MR. KAUFMAN: I think that is -- 

I was fighting over this all of the time. 

THE COURT: So you don't know? 

THE WITNESS: With the clerks. Ido... f 
think they continued to withhold $197 in 1971, but 1 
had gone over into a variable annuity tax sheltered 
program. 

THE COURT: Misss Bollotin, looking at the 
last page of E.hibit C, you say that is your signature 
on the bottom; is that right? 

THE WITNESS: Yes. 

THH COURT: And you see that on the bottom 


line there is a date 3/9/71. Did you write that? 
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THE WITNESS: No, sir, that is not my 
writing. 

THE COURT: That is not your writing? 

THE WITNESS: No, sir. This was written by 
a Mr. Meyer Miller, who is the chief accountant in 
Trenton, New Jersey under this particular supplemental 
annuity collective. 

THE COURT: You did not write it? 

THE WITNESS: No, sir, I did not write it. 
This is Mr. Meyer Miller's writing. I didn't even know 
he had written it until 

THE COURT: I didn't ask you that. You said 
you didn't know he had written it? 

THE WITNESS: No, I did not. 

THE COURT: Okay. 

Q AT any time after November 19, 1966 did you 
ever write the New Jersey Division of Pensions and tell 
them to stop, to discontinue your contributions to the 
SACT Program? 

A Well, I wrote them an awful lot of letters. 

THE COURT: Answer the question, please. 


Do you remember writing them telling them or asking them 


that? You can answer that yes or no. 


THE WITNESS: We were entitled -- 
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2 | 
| THE COURT: Please don't do that. 
3 || | 
| THE WITNESS: Yes, I wrote. 
! 
a | | 
. 
| Q Do you have a copy of that letter with you? 
a } 
Si 
| A Not with me, no, but I wrate them. I know | 
6 | 
{ 
| I wrote them. 
{ 
7 | | 
| Q Do you recall when you wrote them? | 
8 | 
r fl A x can check, and I wouldn't be surprised if 
9 | 
f I do find copies of some letters. I didn't bring them 
10 || 
| with me. | 
| | 
I Q But you, right now, can't recall? 
| | 
2 i 
i A I don't remember the exact dates, but I was 
th 
13 | | 
i fighting for tax shelter all the time. | 
14 | 
i MR. PARKER: I have no further questions, 
6b | | 
i your Honor. i 
H 16 | | 
THE COURT: Any questions, Mr. Kaufman? 
17 i | 
MR. KAUFMAN: One quick one. 
iB | | 
net i REDIRECT EXAMINATION 
19 
BY MR. KAUFMAN: | 
20 | 
iH Q This Exhibit C, that is the application for 
2 | 
. i SACT dated March 8,1971 and the attachment, salary 
2 
i rf reduction, there is no chance -- and I'm asking this, 
whe B3 | 
because I am a little confused -- there is no chance 
2A i! | 
l} that you signed this for salary reduction? 
25 | 


A No, sir. This is absolutely -- 
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1 
2 Q Okay. I wanted to get that straight. 
3 | A No. 
“ 4 MR. KAUFMAN: Thank you very much. I have 
5 no further questions. : 
§ | THE COURT: All ‘right; " you. I take | 
i] ~ 
7 II it there are no further questions. You are excused. | 
8 THE WITNESS: Thank you. | 
9 (Witness excused.] | 
10 MR. KAUFMAN: May I say a word, your Honor? 
i | 
7 | THE COURT: Yes, you can say a word. Are 
12 | you resting? | 
13 MR. KAUFMAN: Yes. This will be eight | 
14 seconds of summation. | 
15 THE COURT: You can have more than eight | 
1 | 
16 seconds, if you want. 
7 MR. KAUFMAN: Just a reference to her final 
18 | signing of this agreement in 1971 which, to my mind, | 
19 | indicates her basic intention and her gradual education | 
20 | as to bring about this tax shelter. Otherwise, we | 
21 } stand on the memorandum that we filed with your Honor | 
' | 
22 previously and there is no point in rehashing that. | 
: 2 | THE COURT: All right. Mr. Parker? | 
2% MR. PARKER: Your Honor, I would stand on 
25 the two memoranda that I have submitted to the Court, { 
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but I would like to make one additional point and that is 
in the Government's papers we have made the point that 
there were two ways in which you could participate 
in SACT. One was by paying a tax on their contributions 
at the time that it was earned salary and, second, they 
could have taxation deferred by the following provisions 
of the SACT rules and the New Jersey statutes, which 
we have handed up, as well as the Section 403 of the 
Internal Revenue Code, and the regulations thereunder. 
If they followed these provisions their contribution 
would become in fact the employer's contribution. 
They would enter into a protective agreement and give 
up dominion over that money for a year, and then -- 
it would be at ieast a year, and then it would be 
tax deferred. 

On the other hand, if they chose to pay tax 
on the money as it was earned at any time during the 
period that they were making their SACT contributions, 


they could write the Division of Pensions on thirty-day 


notice and say, “I don’t want to make any more contri- 


butions." 
So, for example, in a situation like Miss 
Bollotin's where-the 1966 application was for a 5 


cent contribution of her salary, at any time that 
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salary deduction was being made out of her salary by 


her as opposed to pursuant to a salary reduction agreement 


device, she could have said: Well, I wanted it to be 
four per cent, three per cent, two per cent or whatever, 
one per cent, or whatever. Had she entered into a salary 
reduction agreement she wouldn't have had that right. 

She would have been locked into the particular per= 
centage for the full period of the agreement. 

My point is this, your Honor: While the 
salary reduction agreement may be a formalistic device 
to give employees of public school systems a tax break, 
it does have certain conflicts. The employees give 
up certain rights by entering into such an agreement. 

Our case here, of course, is that there was 
a definite procedure that she should have followed to 
get the tax advantage. She didn't follow it. Con= 
sequently her claim for a refund should be denied here. 

MR. KAUFMAN: Let me ask you, Mr. Parker, 
are you taking the position that Miss Bollatin did in 


fact rediuce her request and succeed in any reduction 


of her SACT contributions during this period of time or 


that she could have? 
MR. PARKER: My position is simply that at 
any time on a 3N-day notice as a contributor herself 
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as opposed to the Board of Education being a eontributor, 
she had the right to do that. 

MR. KAUFMAN: But she didn't do it. 

MR. PARKER: She says that perhaps she did, 
but there is no evidence that she did. I don't know. 

MR. KAUFMAN: Your Honor, one factual matter 
which may be of some convenience in your consideration 
of this matter. In those batches of Slips, Exhibits 2, 
3, and 4, there is indicated Miss Bollotin's gross 
income, gross monthly income in 1968. It appears to 
have been $830 ‘ month. 

In 1969 her base income or gross income 
appears to have been $890, and in 1970 it was $1110. 

Toe Covet: All sight. 


MR. KAUFMAN: That may he relevant. 


MR. PARKER: Just one last thing, your Honor: 


The provision that I am referring to, the 30 days' notice, 


can be found as Rule No. 3 of the SACT administrative 
rules and that is both in the appendix to our brief and 
I believe Exhibit B. 

THE COURT: All riche. 

Let me ask you gentlemen something: The 
claim here is for deferred tax treatment for contributions 
to SACT only, I take it; isn't that correct? 
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MR. KAUFMAN: Yes. 

THE COURT: No question about that? 

MR. KAUFMAN: Yes. 

THE COURT: Yes. And the amounts that were 
paid into the SACT account for the years in which the 
claim is made totalled $1,058 paid above $395 in 1966; 
$438 in 1969 and $225 in 1970. I think that is correct, 
isn’t it? 

MR. KAUFMAN: Yes, your Honor. 

MR. PARKER: I would like to check over those 
slips. Perhaps I have been laboring under the 
conception that the SACT contribution in 1970 was $438 
and -- 

THE COURT: I have that for 1969, at least 
as I have heard it. 

MR. PARKER: I haven't looked at those 
slips, but from the Internal Revenue Service file 
their computations was five per cent of her salary and 
it came out to be $438. That was what the 1966 anplica- 
tion says, that the deduction should he five per cent 
of the salary and that until today I have been under 
the misconception that the $1,058 figure was an aggregate 
of the SACT contribution and the FAF contribution, 
that is, the Teachers' Pension and Annuity Fund, the 
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mandatory retirement system. 


THE COURT: The testimony today was otherwise. 


| 
MR. PARKER: The testimony today was otherwise.‘ 


THE COURT: Miss Bollatin's testimony. 


' 


i 


MR. PARKER: Miss Bollatin's original complaint 
I think, was other than her testimony today. 

THE COURT: Okay. 

MR. KAUFMAN: I think -- 

THE COURT: I'm not going to worry about it. 
I have heard the testimony. 

MR. KAUFMAN: Some of the discrepancy would 
be due to the fact that the Internal Revenue Service 
possibly takes a calendar year and this New Jersey 
outfit has a June 30 a year, a fiscal year. That is’ 
why it leaves the variation. 

THE COURT: When Miss Bollotin discovered 
as to her retirement that she had to sign a written 
agreement, from the testimony she was aware of this 
probably fairly early in the game, and I think she 
said she was fighting, am I correct, that the first 
agreement that was signed was this one in 1971? 

MR. KAUFMAN: Yes. 

MR. PARKER: That is the only agreement, the 


Signed agreement that we have. 
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2 THE COURT: TI wanted to be clear that I had 
- | 
: | that correctly. | 
. | 
| 
“ 4 | MR. KAUFMAN: Miss Bollotin says yes to your | 
5 | question. | 
| 
6 ! THE COURT: Thank you. 
| | 
7 | Finally I take it that Miss Bollotin's 
I 
i} | 
| 
8 } position is that she is entitled to a deduction on the 
A i | 
9 i gross income, or does she claim a tax credit? | 
v i 
10 | MR. KAUFMAN: You mean a credit of $1,058 
| | | 
ll | against taxes? | 
I 
2 || 
i} THE COURT: ‘Yes. 
i} } 
| ; 
13 | MR. KAUFMAN: I don't think she claims that. 
| 
14 i She claims an elimination or deduction . | 
| 
IS | THE COURT: That is what = understoaod.  {1- 
| | 
{| : H 
: 16 | just wanted to be clear. I wanted to understand that 
l | 
Ww | I was clear on that. | 
| | 
18 | All right, I will see what I can do with it 
\ | 
i on the basis of this. Thank you very much. | 
| L u i | 
21 | Li 
I 
. l 
F | 
I | 
2” || | 
H | 
25 | | 
| 
j 
| 
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